
/ . 5 ^ ^ 

HOSPITAL SERVICE DISTRICT NO. 2 
PARISH OF ST, MARY 
Morgan City, Louisiana 

FINANCIAL REPORT 
Forthe Year Ended 
December 31, 2010 

Under provisions of stats law, this report is a public 
document Acopy of the report has been submitted to 
the entity and other appropriate public officials. The 
report is available for public Inspection at the Baton 
Rouge office of the Legislative Auditor and, where 
appropriate, at the office of the parish clerk of court. 

Release Date 



HOSPITAL SERVICE DISTRICT NO. 2 
PARISH OF ST. MARY 
Morgan City, Louisiana 

Financial Report 

Forthe Year Ended December 31, 2010 



TABLE OF CONTENTS 

Page 

ACCOUNTANTS' REPORT 1 

FINANCIAL STATEMENTS 

Statement of net assets 2 
Statement of revenues, expenses and changes in fund net assets 3 
Statement of cash flows 4 
Notes to the financial statements 5-9 



ADAMS & JOHNSON 
CERTIFIED PUBLIC ACCOUNTANTS 

P.O. BOX 729 • 517 WISE STREET 
PATTERSON, LOUISIANA 70392 MEMBERS: 

moM iQ^ Q.;^.; AMERICAN INSTITUTE OF 
HERBERT J . ADAMS, JR.. C.P.A. ' ^oo ' dy&-y&4D > CERTIFIED PUBUC ACCOUNTANTS 

WILLIAM H. JOHNSON, III, C.RA. SOCIETY OF LOUISIANA 
CERTIFIED PUBLIC ACCOUNTANTS 

ACCOUNTANTS' REPORT 

To the Board of Commissioners 
Hospital Service District No. 2 
Parish of St. Mary 
Morgan City, Louisiana 

We have compiled the accompanying statement of net assets of Hospital Service 
District No. 2, Parish of St. Mary, as of December 31, 2010, and the related statements of 
revenues, expenses and changes in fund net assets and cash flows for the year then 
ended. We have not audited or reviewed the accompanying financial statements and, 
accordingly, do not express an opinion or provide any assurance about whether the 
financial statements are in accordance with accounting principles generally accepted in the 
United States of America 

Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with accounting principles generally accepted in the United 
States of America and for designing, implementing, and maintaining internal control 
relevant to the preparation and fair presentation of the financial statements. 

Our responsibility is to conduct the compilation in accordance with Statements on 
Standards for Accounting and Review Services issued by the American Institute of Certified 
Public Accountants. The objective of a compilation is to assist management in presenting 
financial information in the form of financial statements without undertaking to obtain or 
provide any assurance that there are no material modifications that should be made to the 
financial statements. 

Adams & Johnson 
Certified Public Accountants 

Patterson, Louisiana 
June 15. 2011 
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HOSPITAL SERVICE DISTRICT NO. 2 
PARISH OF ST. MARY 
Morgan City, Louisiana 

Statement of Net Assets 
December 31, 2010 

ASSETS 

Current assets 
Cash and interest-bearing deposits 
Investments 
Accrued interest receivable 
Prepaid expenses 

Total current assets 

$ 19,014 
1,947,589 

11,179 
8.455 

$ 1.986,237 

Restricted assets 
Cash and interest-bearing deposits $ 3,300 
Investments 853,319 

Total restricted assets 856,619 

TOTAL ASSETS $ 2,842,856 

LIABILITIES 

Current liabilities 
Accounts Payable $ 2,712 

Total liabilities $ 2,712 

NET ASSETS 

Restricted for plant replacement and other $ 856,619 
Unrestricted 1,983,525 

Total net assets 2,840,144 

TOTAL LIABILITIES AND NET ASSETS $ 2,842,856 

See accompanying notes and accountants' report. 
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HOSPITAL SERVICE DISTRICT NO. 2 
PARISH OF ST. MARY 
Morgan City, Louisiana 

Statement of Revenues, Expenses and Changes in Fund Net Assets 
Year Ended December 31, 2010 

Revenues 
Rent 

Expenses 
Advertising 
Insurance 
Board per diem 
Accounting 
Legal and professional 

Total expenditures 

Income from operations 

Nonoperating income (expense) 
Investment earnings $ 141,900 

$ 

$ 

50,000 

765 
5,469 
2,920 
4,290 

11,163 

24,607 

$ 25,393 

Total nonoperating income 141,900 

Net income $ 167,293 

Net assets, beginning 2,672,851 

Net assets, ending $ 2,840,144 

See accompanying notes and accountants' report. 
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HOSPITAL SERVICE DISTRICT NO. 2 
PARISH OF ST. MARY 
Morgan City, Louisiana 

Statement of Cash Flows 
Year Ended December 31, 2010 

OPERATING ACTIVITIES: 
Rent Income $ 50,000 
Paid to suppliers (16.426) 

Net cash provided by operating activities ~$ 33,574 

INVESTING ACTIVITIES: 
Securities purchased $ (1,471,623) 
Securities redeemed/matured 1,303,909 
Investment income 133,999 

Net cash used by investing activities (33,715) 

Net (decrease) in cash $ (141) 

Cash and cash equivalents, beginning 22,455 

Cash and cash equivalents, ending $ 22,314 

Reconciliation of income from operations to net cash 
provided by operating activities: 
Income from operations $ 25,393 
Adjustments to reconcile increase in net assets 

to net cash provided by operating activities -
Changes in cunrent assets and liabilities 

Decrease in prepaid expenses 5,469 
Increase in accounts payable 2,712 

Net cash provided by operating activities $ 33,574 

See accompanying notes and accountants' report. 
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HOSPITAL SERVICE DISTRICT NO. 2 
PARISH OF ST MARY 
Morgan City, Louisiana 

Notes to the Financial Statements 

1. Description of Business and Organization 

Hospital Sen îce District No. 2, Parish of St. Mary (hereafter "Districf) was created by 
Ordinance No. 420 of the Police Jury of St. Mary Parish (predecessor of the St. Mary Parish 
Govemment) to operate, control, and manage matters concerning the health care of citizens 
in the eastern portion of St. Mary Parish. 

The District is governed by a board of commissioners, not to exceed seven members, 
appointed by the St. Mary Parish Council. 

The financial statements of the District have been prepared in conformity with 
accounting principles generally accepted in the United States of America (GAAP) as applied 
to govemmental units. The Govemmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for establishing govemmental accounting and financial 
reporting principles. 

2. Operation and Control 

Effective Decemt>er 1, 2001, the District executed a lease agreement Vk îch leased, for a 
period of 40 years, substantially all of the assets of the District to Province Healthcare 
Corporation (Province). Commitments, contracts, leases and agreements relating to assets 
and all licenses and permits to the extent assignable were included in the lease. Province 
also assumed certain District liabilities. During the year ended December 31, 2006 Province 
Healthcare Corporation made an assignment of their lease agreement with Teche Regional 
Medical Center to Life Point Hospital Inc. 

Life Point Hospital Inc. began operating the facility as Teche Regional Medical Center 
during the year end December 31, 2006. Life Point Hospital Inc. assumed the responsibility 
and liability for patient care and also retained a majority of Province Healthcare 
Corporation's employees. 

Life Point Hospital Inc. also assumed the obligation for the payment of additional rent to 
the District on or before each annual anniversary date during the lease term equal to (a) 
$50,000 if the net income of the Medical Center is between $50,000 and $1,000,000 or (b) 
$100,000 if the net income of the Medical Center is $1,000,000 or greater. Rent is not 
required should the net income of the Medical Center not exceed $50,000. 



3. Summary of Significant Accounting Policies 

The more significant of the District's accounting policies are described below. 

A. Reporting Entitv 

As the goveming authority of the parish, for reporting purposes, the St Mary Parish 
Govemment is the financial reporting entity for St. Mary Parish. The financial reporting 
entity consists of (a) the primary govemment (parish council), (b) organizations for which 
the primary govemment is financially accountable, and (c) other organizations for which 
the nature and significance of their relationship with the primary govemment are such 
that exclusion would cause the reporting entity's financial statements to be misleading or 
incomplete. 

Govemmental Accounting Standards Board Statement No. 14 established criteria for 
determining which component units should be considered part of the St. Mary Parish 
Govemment for financial reporting purposes. The basic criterion for including a potential 
component unit within the reporting entity is financial accountability. The GASB has set 
forth criteria to be considered in detemriining financial accountability. This criteria 
includes: 

Appointing a voting majority of an organization's goveming body, and the ability of 
the parish council to impose its will on that organization. 

The potential for the organization to provide specific financial benefits to or impose 
specific financial burdens on the parish council. 

Organizations for which the parish council does not appoint a voting majority but are 
fiscally dependent on the Govemment. 

Organizations for which the reporting entity financial statements would be misleading 
if data of the organization is not included because of the nature or significance of the 
relationship. 

Because the parish council appoints the District's governing body. Hospital Service 
District No. 2, Parish of St. Mary was determined to be a component unit of the St. Mary 
Parish Government, the financial reporting entity. The accompanying component unit 
financial statements present information only on the funds maintained by the District and 
do not present information on the parish council, the general government services 
provided by the governmental unit, or the other govemmental units that comprise the 
financial reporting entity. 

B. Fund Accounting 

The District is organized and operated on a fund basis whereby a self-balancing set 
of accounts (Enterprise Fund) is maintained that comprises its assets, liabilities, fund 
equity, revenues, and expenses. The operations are financed and operated in a manner 
similar to a private business enterprise, where (a) the intent of the goveming body is that 
the cost (expense, including depreciation) of providing services on a continuing basis be 
financed or recovered primarily through user charges, or (b) where the governing body 
has decided the periodic determination of revenues earned, expenses incurred, and/or 
net income is appropriate for capita! maintenance, public policy, management control, 
accountability, or other purposes. 



C. Basis of Accounting 

The accounting and financial reporting treatment applied to a fund is determined by 
its measurement focus. The Enterprise Fund is accounted for on a flow of economic 
resources measurement focus and a determination of net income and capital 
maintenance. With this measurement focus, all assets and all liabilities associated with 
the operation of this fund are included on the balance sheet. The Enterprise Fund uses 
the accrual basis of accounting. Revenues are recognized when eamed and expenses 
are recognized at the time liabilities are incurred. 

D. Cash and Cash Eauivalents 

Cash includes amounts in demand deposits and interest bearing demand deposits. 
Cash equivalents include amounts in time deposits having a maturity of three months or 
less when purchased. Under state law, the District may deposit funds in demand 
deposits, interest-bearing demand deposits, or time deposits with state banks organized 
under Louisiana law or any other state of the United States, or the laws of the United 
States. 

E. Investments 

Investments in equity securities with readily determinable fair values and all 
investments in debt securities, including those wrfiose use is restricted, are reported at 
fair values based upon quoted maricet values with gains and losses included in the 
statement of revenues and expenses. 

Investment earnings include interest and dividend income, realized gains and losses, 
and unrealized gains and losses. Realized gains and losses are detemiined using the 
specific identification method. Investment eamings are reported as a component of non-
operating income. 

F. Prepaid Expenses 

The District records prepayments; such as insurance, as an asset on the balance 
sheet and systematically recognizes an expense ratably over the ternn of the 
prepayment. 

G. Restricted Assets 

The District has restricted assets for future facility and equipment repairs and 
replacements. 

H. Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and 
the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 



I. Accounting Standards 

Pursuant to Govemment Accounting Standards Board (GASB) Statement No. 20, 
Accounting and Financial Reporting for Proprietary Funds and Other Govemmental 
Entities That Use Proprietary Fund Accounting, the District has elected to apply the 
provisions of all relevant pronouncements of the Financial Accounting Standards Board 
(FASB), including those issued after November 30, 1989, that do not conflict writh or 
contradict GASB pronouncements. 

4. Cash and Interest-bearing Deposits 

Under state law, the District may deposit funds vinthin a fiscal agent bank organized 
under the laws of the State of Louisiana, the laws of any other state in the Union, or the laws 
of the United States. The District may invest in certificates and time deposits of state banks 
organized under Louisiana law and national banks having principal offices in Louisiana. 
These deposits (or the resulting bank balances) must be secured by federal deposit 
insurance or the pledge of securities owned by the fiscal agent bank. The martlet value of 
the pledged securities plus the federal deposit insurance must at all times equal the amount 
on deposit with the fiscal agent bank. These securities are held in the name of the pledging 
fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. 

Custodial credit risk for deposits is the risk that in the event of the failure of a depository 
financial institution, the District's deposits may not be recovered or will not be able to recover 
collateral securities that are in the possession of an outside party. At December 31, 2010, 
the District has cash and interest-bearing deposits (book balances) totaling $22,314. These 
deposits are fully secured by federal deposit insurance and not subject to custodial credit 
risk. 

5. Investments 

State law allows the investment in direct United States Treasury obligations; bonds, 
debentures, notes or other evidence of indebtedness issued or guaranteed by federal 
agencies or U.S. Government instnjmentalities, which are federally sponsored; direct 
security repurchase agreements of any federal book entry only securities guaranteed by the 
U.S. Govemment; time certificates of deposit of any bank domiciled or having a branch 
office in the State of Louisiana; savings accounts or shares of certain savings and loan 
associations and savings banks; certain accounts of federally or state chartered credit 
unions; certain mutual or trust fund institutions; certain guaranteed investment contracts, 
and investment grade commercial paper of domestic United States corporations. 

Custodial credit risk is defined as the risk that, in the event of failure of the counterparty, 
the District will not be able to recover the value of its investment. The District's investment 
policy confomis to state law, as described above, which has no provision for custodial credit 
risk. 

Concentration of credit risk relates to the amount of investments in any one entity. At 
December 31, 2010 the District had no investments in any entity which exceeded 5% of total 
investments, except obligations of federal and state agencies. 



Interest rate risk is defined as the risk that changes in interest rates will adversely affect 
the fair value of an investment. The District's investment policy confirms to state law, which 
does not include a policy that limits investment maturities as a means of managing its 
exposure to fair value losses arising from increasing interest rates. 

The District's investments canied at fair value as of December 31,2010 are: 

Approximate 
Description Fair Value 

U.S. Govemment Securities $ 2.800.908 
Total $ 2,800,908 

Credit risk is defined as the risk that an insurer or other counterparty to an investment 
wflll not fulfill its obligations. The District invested only in obligations of federal or state 
agencies which are not rated. The type of investment allowed by state law insures that the 
District is not exposed to credit risk. 

GASB Statements No. 40, Deposit and Investment Risk Disclosure, requires the 
disclosure of credit risk, custodial credit risk, concentration of credit risk, and foreign 
currency risk for all public entity investments. 

In accordance with GASB Statement No. 31, the District recognizes the net increase 
(decrease) in the fair value of its investments. For the year ended December 31, 2010 the 
fair value of the District's investments increased $175,660. 

6. Compensation of Board Members 

The schedule of compensation paid to the board of commissioners is presented in 
compliance with House Concurent Resolution No. 54 of the 1979 Session of the Louisiana 
Legislature. Louisiana Revised Statute 46; 1053(C)(2)(a) limits compensation paid to board 
members, virith the approval of the parish goveming authority, for attendance at meetings of 
the District, in an amount of not less than twenty-five dollars nor more than forty dollars, not 
to exceed twenty-four meetings per year. 

Melvin Bourgeois, M.D. $ 240 
Nick Morris 
Jackie Cheramie 
Leiian Hardee 
William McCarty 
Barton Blanco 
Tomas Birriel, M.D. 

Donald Stephens 

Total 

320 
480 
440 
440 
480 
120 

400 

$ 2,920 


